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SUMMARY 


Following four excellent years, the Polish economy in 1975 
is encountering economic problems largely imported from the 
West. Three major economic difficulties affecting the West, 
inflation, recession, and the energy crisis, are all impact- 
ing on the Polish economy, so far in a less severe manner 
than in most of the West. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Price Stability Threatened - Sharp changes in its trade 
patterns over the 1971-1975 period have made Poland much 
more integrated into the world economy. Economic distur- 
bances in the outside world, which once might have gone 
nearly unnoticed, now impact here as well, albeit with some 
delay. Trade with the West increased by over 50% in each 

of the last three years, bringing the West's share of Polish 
trade to about half, up from about 29% in 1971. During this 
same period, the percent of Polish national income which is 
derived from foreign trade increased by about 50%. 


In 1974, the inflation which had been affecting the West 
made its first impression on the Polish economy despite 

the many controls and subsidies which the Polish Government 
uses to isolate its price structure from that of the out- 
side world. Although their price indexes do not clearly 
reflect the inflationary pressures, Polish officials have 
been publicly admitting that Poland cannot remain an island 
of price stability in a sea of inflation. Suppressed in- 
flationary pressures which show up in domestic shortages 
and non-optimal import and export patterns have increased 
further in 1975. 


West's Recession Curbing Polish Exports - The recession in 
the West has begun to slow the growth of Polish exports. 
A number of Polish exports to the West, such as clothing, 


ships, meat, steel, copper, and others, are encountering 
reduced market access and/or lowered prices. 


Poland has continued to utilize Western suppliers credits 
to finance its imports of modern technology. This inflow 
of credits has been one of the major engines of the rapid 
growth of the Polish economy in the past four years. In 
securing these credits the Poles have taken full advantage 
of the liberal terms provided by the export financing 
agencies of Western governments eager to spur their 
countries’ sagging capital goods industries. 





Energy Crisis Largely By-Passes Poland - Because of its 
large coal resources, Poland is one of the few non- 
petroleum producing countries which is not seriously 

hurt by the energy crisis. Coal supplies 80% of Poland's 
energy requirements and accounts for about 13% of its 
export earnings. Poland will be stepping up its oil and 
gas imports despite the new high prices in the West and 
the Soviet Union, but such imports comprise only about 
3.1% of its total imports. However, the energy crisis 
has brought a sharp upward revision of the prices govern- 
ing Poland's trade with its Eastern partners, thus bring- 
ing inflationary pressures from the East to compound those 
previously felt from the West. 


Poland Takes Corrective Action - To confront the difficulties 
caused to its economy by the Western problems of energy, 
recession, and inflation, Poland is taking a number of steps 
designed to limit imports, spur exports, and borrow enough 
to see itself through what it hopes is a short-term foreign 
exchange problem. Investment projects are being examined 
carefully. Those projects which cannot be structured to 
show limited or no net foreign exchange outflow in the next 
couple of years are being delayed or dropped,unless they 
have a particularly high priority for non-economic reasons. 
Tourist travel to hard currency areas is being restricted. 
Some of the anomalies in the country's foreign trade prices 
and subsidies are being corrected so that excessive imports 
are not encouraged. Finally, foreign trade transactions 

are being vetted more closely by the Ministries of Foreign 
Trade and Finance to curtail inappropriate imports and 
exports. 


The combined impact of these efforts should cut the annual 
growth in Polish imports from the West substantially below 
the roughly 60% rate at which they have been rising in 
recent years and should reduce the outflow of foreign 
exchange. Efforts to increase foreign exchange earning 

by spurring exports are less likely to be successful in 
the short run due to the difficulties in getting the 
depressed markets of the West to accept additional quan- 
tities of Polish products other than coal. 


Since inflation and recession in the West have been largely 
responsible for Poland's current problems, improved Western 
performance in these key areas would be almost as welcome 
here as in the West itself. Economic interdependence be- 


latedly is becoming a somewhat modified reality in Poland 
as well. 





IMPLICATIONS FOR THE UNITED STATES 


U.S. exporters currently are in a favorable position, 
vis-a-vis their Western competitors, for Polish author- 
ities seem prepared to purchase from U.S. sources if the 
terms offered are at all competitive. Because of the 
balance of payments problems cited above, the Poles will 
try even harder than previously to insert buy-back pro- 
visions into major import contracts. 


The pressure is also being increased on foreign firms to 
enter long-term cooperative arrangements calling for 
licensing technology and/or various forms of co-production. 
Many foreign firms are finding that such arrangements, 

as unusual as they are in normal Western commercial 
practice, can give them a very significant competitive 
edge for future sales to Poland. 


Another major factor which is shaping Polish import 
patterns is the desire to introduce labor-saving devices. 
Poland does not face the severe labor shortages of Hungary 
or East Germany but it no longer has the labor surplus it 
once had. Projections for the future show that insuffi- 
cient availability of labor will be a major brake on the 
country's development. Consequently, Polish authorities 
are seeking labor-saving equipment for industry, agri- 
culture, and commerce. Because of their long experience 
and outstanding reputation as producers of such equipment, 
U.S. firms have a distinct advantage over European firms 
in this field. 


Because Polish authorities believe that most U.S. firms 
are not as interested in their market as many European 
competitors, new-to-market American firms will have to 
expend considerable time and effort in demonstrating that 
they have a long-term interest in Poland before they can 
expect to receive substantial orders. Polish agencies 
do not want merely to buy pieces of machinery, but want 
to establish long-term relationships with foreign firms, 
which they hope will help bring them up to date with the 
rapidly changing technology of the West. 
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WE’VE GOT THE ANSWERS 
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QUESTIONS WORLDWIDE 


Commercial and economic information responsible for a country or group of 
on most trading partners of the United countries as listed below. Assistance 
States is available from the Office of or information. about marketing in 
International Marketing, U.S. Depart- these countries may be obtained by 
ment of Commerce. dialing these key people directly: 
The Office is organized geographically 202-967 plus the given extension 
with a Country Marketing Manager 


Area Extension Far East 


Australia and New 


Africa 
Zealand 3646 
Central Africa 3904 nero 5401 


East and South Africa aan Japan 2427 
West Africa South Asia 3137 


Southeast Asia 3875 
Europe 


Canada and Benelux Latin America 
countries 3848 Brazil 5427 
France 4504 Caribbean countries, 
Germany and Austria 4414 Venezuela, and 
Italy and Greece 3944 Colombia 2995 
Nordic countries 4601 Mexico, Central 
Spain and Portugal 3957 America and 
Switzerland, Yugo- Panama 5020 
slavia and Turkey 2795 Remainder of South 
United Kingdom 3713 America 2428 


Special units within the Department of Commerce have been created to 
deal with the particular marketing situations: 


Commerce Action Group for the Near East 
North Africa 5737 


Near East 

Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, 

Qatar, Saudi Arabia, Syria, United Arab 
Emirates, Yemen Arab Republic 


lran, Israel, Egypt 


Bureau of East West Trade 


Eastern Europe 
USSR 
Peoples Republic of China 
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